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FOREWORD 





Hovusr or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C., May 5, 1958. 

This report has been submitted to the Committee on Foreign Affairs 
by the study mission to Canada. This study mission was composed 
of Hon. Brooks Hays of Arkansas and Hon. Frank M. Coffin of Maine. 
The special study mission visited Canada in December 1957 and in 
January 1958. 

The conclusions in this report are those of the special study mission 
and do not necessarily reflect the views of the membership of the full 
Committee on Foreign Affairs. The report is filed in the hope that 
it will prove useful to the committee and to the Congress in its con- 
sideration of legislation concerning relations between the United States 
and Canada. 

Tomas E. Moraan, 
Acting Chairman. 


Housr or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C., May 5, 1958. 
Hon. THomas E. Moraan, 
Acting Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. CHarrMan: There is transmitted herewith a report on 
the special study mission to Canada. Visits to Canada were made 
with your approval during December 1957 and January 1958. 

It is hoped that the information contained in this report will be 
useful to the members of the committee and to the Congress in its 
consideration of legislation affecting the area. 

Brooks Hays (Arkansas). 
FRANK M. Corrin (Maine). 
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PURPOSE AND SCOPE OF THIS STUDY 


The primary purpose of this mission was to gather the principal 
facts concerning Canadian-United States relationships in the various 
areas where the policies, programs, and attitudes of the two nations 
clash rather than mesh; to set forth these facts; and by so doing to 
broaden the understanding of Congress and the American people. 
The basic assumption of this study is that understanding is the essen- 
tial prerequisite to better relationship. 

Recognizing that the Committee on Foreign Affairs has as its first 
field of interest ‘Relations of the United States with foreign nations 
generally,” this broad survey has been carried out. Also recognizing 
that primary jurisdiction in specific economic areas is that of other 
committees, the committee has cataloged various suggestions for the 
improvement of United States- Canadian relationships both to spot- 
light problem areas and to stimulate thought. 

This is done on the basis of the study mission’s conviction that lack 
of awareness is the chief spawning ground of the irritations that do 
exist and that with greater awareness of common problems our North 
American solidarity can be vastly strengthened. 

It must be recognized that this report is directed primarily toward 
frictions resulting from action initiated by the United States and 
toward possible remedial actions which could be initiated on this side 
of the border. United States-Canadian relations, however, are not 
a one-way street. If the United States has at times acted arbitrarily 
and unilaterally, so has Canada. If the United States has taken 
economic action which infringes on Canadian interests, so has Canada 
infringed on United States interests. If the United States has initi- 
ated tariff and tax actions which are unfair, so has Canada. The 
argument of this report is that there should be understanding on both 
sides of the border. Only through mutual efforts to solve our problems 
will we achieve the desired understanding- 


METHODS USED 


Although basic documents on Canadian-United States problems 
were studied, major reliance has been placed on the observations result- 
ing from two visits to Canada by the study mission, one in December 
1957 and the other in January 1958. It was felt that not only the 
substance of but the atmosphere surrounding our relationships would 
be vital to any effective presentation. 

During the two visits, the study mission engaged in conversations 
and meetings with Canadians at Cabinet level, officials in the several 
executive departments, members of the press, businessmen, indus- 
trialists, and other civic leaders. It might fairly be said that on-the- 
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spot attention given this broad subject by a committee of Congress 
constituted in itself a significant first step in the long-range task of 
bringing about better relationships. 


CURRENT STATUS: AN UNNECESSARY EROSION 


It is timely that such a study be made. In no sense is this a 
problem area of critical proportions. Indeed, it is in this area that 
our problems, when considered in the perspective of the world, are of 
smallest proportions and most susceptible of solution. 

But this merely underscores the need for not taking Canada for 
granted. There exists such a potential in military strength, eco- 
nomic activity, and cultural and diplomatic joint enterprise that we 
would be shortsighted not to endeavor in every feasible way to realize 
that full potential. 

The fact is that there is ample evidence of an erosion in the tradi- 
tionally excellent relationships between the United States and Canada. 

The gathering irritations find expression in political campaigns, of 
which the last two Canada-wide campaigns are examples; in the private 
talk of business leaders; in the debates in Parliament; in the columns of 
newspapers and magazines; in frequent editorial comment, and in the 
pictorial editorials of cartoons. ‘The criticisms, irritations, and frus- 
trations are prevalent not only at the level of popular appeal, but also 
in sophisticated discussion of the most knowledgeable and friendly 
Canadian citizens. In the latter circles the criticism is more moderate 
and does not extend to the full range of subjects of popular criticism 
but is, nevertheless, substantial. 

The net result of these feelings is threefold: (1) a renewal of pro- 
tectionist sentiment, reflected not only in demands for higher tariffs, 
but also in an incipient “buy-at-home’”’ movement; (2) a keener inter- 
est in finding markets in other areas, principally in the United King- 
dom, with some attempts to explore the possibilities of selling to 
Communist China; and (3) a tinge of ‘“‘anti-United States’’ sentiment 
which is usually hedged about with protestations of continued affection, 
but is nevertheless widespread. 


IMPORTANCE OF CANADA TO THE UNITED STATES 


Just as the appearance of a gully on the side of a hill demands 
immediate attention by the farmer, and just as a gully is a portent 
of more serious problems, so is the erosion of our relations with Canada 
an ominous sign of more serious difficulties to come. The erosion 
described in the preceding paragraphs assumes unusual significance 
when we consider the importance to the United States of the best 
possible relations with Canada. 

Militarily, the United States and Canada share the most pressing 
mutual need for the geography, the personnel, the natural resources, 
and the research and production of each other. 

Diplomatically, Canada is in a uniquely strategic position in world 
affairs so far as the United States is concerned. It is not only a mem- 
ber of NATO, the United Nations, and other organizations in which 
the United States is a member; it also has historic and deep-rooted 
ties with the British Commonwealth. Finally, because of its own 
excellent record of relations with many of the underdeveloped nations 
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of the world, it occupies a position of high respect and trust. To 
retain the wholehearted confidence of Canada in our actions in the 
complex field of diplomacy is an objective of the most vital importance. 

fconomically, high and stable levels of prosperity for both countries, 
in the long run, rest upon the sensible use of natural resources on both 
sides of the border, the fullest possible development of markets in 
Canada and the United States, and upon the maximum integration of 
communication and transportation. 

Culturally, scientifically, and educationally, Canada’s intellectual 
and cultural growth holds great promise for enrichment of life south 
of the border. The day is coming to an end, if it ever existed, when 
culture and knowledge flow only northward. 

Governmentally, Canada’s problems and its approach to them are of 
intense interest to the United States. In a sense it is another labora 
tory of federal government. 


POINTS OF FRICTION 


For the past 40 years relations between the United States and 
Canada have been cited as an outstanding example of what relations 
between sovereign nations should be. Boundary disputes have been 
settled; river resources have been developed on a cooperative basis; 
defense matters have been closely coordinated; trade and investment 
in the economies of each other have increased, and there has been an 
ever-growing flow of tourists across the international boundary. There 
is indeed mutual respect and mutual understanding between the two 
uorthern neighbors in the Western Hemisphere. The achievements 
of United States-Canadian friendship and cooperation are impressive. 

On the other side of the ledger, however, the friendship has been 
subjected during the past few years to ever-increasing strains, and 
there has been a rising tide of resentment against the United States 
on the other side of the border. To one who visits Canada this 

resentment is apparent on every side, in conversations with private 
citizens, in conversations with Government officials and in the press. 
Fundamental to this resentment and to the antagonism to the United 
States has been the lack in the United States of understanding and 
knowledge of Canada’s proud heritage, its economic and _ political 
problems and its special relationship with the United Kingdom. Even 
worse, it appears to our Canadian cousins that Americans do not 
desire to learn anything more concerning Canada and its problems. 

The Canadians are a proud people. Although the national origins 
of the Canadian population are quite similar to those of the U nited 
States today, the traditions and culture of Canada have been inherited 
from 3 principal groups, the French Canadians, the Scotch and Scotch 
Irish, and the United Kingdom Loyalists (the Tories who left the 
United States during and after the Revolutionary War). Each of 
these groups has a tradition of independence; consequently, it is not 
surprising that any patronizing attitude toward Canada would be 
sharply resented. 

The United States and its citizens have frequently adopted a 
patronizing assumption that Canada, like a poor relation, would remain 
at our beck and call, and that no matter what the provocation, 
Canadians would not object to any step we might take. This lack 
of interest, this ignorance of the Canadian heritage and Canadian 

23857—58——2 
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problems, and this patronizing air have been displayed by the people, 
the press, and the Government of the United States. 

When an American citizen visits Canada, almost every Canadian is 
fully aware of current problems in the United States. On the other 
hand, when the Canadian visits the United States, there is usually a 
total ignorance of any Canadian matters. This is obviously irritating, 
particularly when it is coupled with the naive assumptions that the 
Canadian should know everything about the United States and that 
Canadian affairs are really somewhat similar to domestic matters in 
any one of the United States. 

Indicative of the lack of United States interest in Canada is our 
press representation there. The New York Times is the only United 
States newspaper maintaining an office and a United States staff in 
Ottawa. The Chicago Tribune has a full-time United States reporter 
on duty in Canada but outside of those two papers, as far as we know, 
no United States newspaper has permanent American re presentation 
in Canada. The Associated Press and the United Press receive their 
Canadian news from the Canadian Pies; or from the British United 
Press. Since the Canadian Press’s coverage is primarily directed 
toward the Canadian public and not toward the public of the United 
States, such reliance obviously impairs our understanding of Canada 
and its problems. Furthermore, this lack of press representation in 
Ottawa, Montreal, Toronto, and Vancouver gives the impression to 
the Canadians that the people of the United States are not par ticularly 
interested in what goes on toward the north. Similarly, Canada has 
been neglected by congressional study missions. During the past 
year 2 congressional study missions have visited Canada, but these 
were the first congressional missions in 5 years. To the Canadians 
this has represent ted a distinct lack of interest in Canada on the part of 
our Congress. 

Sources such as these underlie much of the irritation and misunder- 
standing between the United States and Canada. Added to these and 
earings yas a constant source of friction are a number of economic and 
politic al problems which only serve to increase and fester the irritation. 
Among these problems are Canadian resentment of United States 
policies governing the disposal of United States surplus agricultural 
commodities, disputes concerning United States policy on oil imports, 
threats of import limitation or tariff increases on the import of lead 
and zine, the unfavorable balance of trade with the United States 
and worries over the possible effects of the overwhelmingly large 
United States investments in the Canadian economy. 


Surplus agricultural commodities under Public Law 480 of the 84th 
Congress and under the mutual security legislation 

The United States sells surplus agricultural commodities to foreign 
governments in return for local currencies and uses the proceeds for 
economic development purposes, for Mutual Security purposes or for 
United States expenses in the purchasing country. These sales have 
a twofold purpose: (1) a reduction of United States surpluses, and 
(2) the furnishing of assistance to the needy and underdeveloped 
nations of the world. 

Since Canada is the world’s second largest grower and exporter of 
wheat, it is inevitable that wheat sales under these programs have an 
impact on Canada’s wheat exports and wheat markets. Even though 
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this is true, in our opinion the magnitude of the problem is perhaps 
exaggerated. 

The following table illustrates Canada’s \ — production, wheat 
exports and annual carryover for selected ye 


Wheat production, exports and carryover for the United States and Canada, for 
selected years 


{In million bushels] 


| 








Production Exports | Carryover 
Year beginning July or <a 
August ! | | | 
Canada | United | Canada | United | Canada | United 
States | States Co aan States 
| | 
1938... oa el 360 | 920 | 160 | 108 | 25 LS gee tae 153 
1947_.. i wa-av ct td anal ail -a 339 | 1, 359 | 195 | 340 | 86 84 
1950__- a aad 466 | 1, 019 | 241 | 335 | 112 | 425 
1954... bnctdddukn eee 309 | 984 | 252 | 273 602 | 934 
1955_..- be oer 519 | 935 | 309 | 346 | 537 | 1, 036 
1956_.._- dae ae 573 | 1, 004 263 | 549 | 580 | 1, 033 
1957 . us : ‘ otietbe bel 371 | 947 (3) | (3) | 730 | 908 





1 Data for United States are for year beginning le, and for Canada are for year beginning August. 
2 Preliminary data. 
3 Not available, 


Sources: Agricultural Marketing Service and Foreign Agricultural Service, USDA; and Annual Situa- 
tion Issues of the Current Review of Agricultural Conditions in Canada. 


It is apparent that the Canadian wheat carryover (surplus) has 
been growing. Under Canadian agricultural policy, about 34 percent 
of the wheat is stored on the farm and the farmer cannot receive 
payment for it until it can be delivered to the elevator. Conse- 
quently, this surplus of wheat on hand is a source of loss and of irrita- 
tion to the Canadian farming community. The Canadians are 
particularly disturbed with the so-called triangle and barter transac- 
tions; that is, where the United States sells wheat to another country 
in return for the local currency of that country and then uses this 
local currency to purchase commodities to be furnished to a third 
country under the Mutual Security Program, or trades the wheat for 
strategic materials. According to the Canadians, the United States 
in these transactions is, in fact, substituting barter items for hard 
currencies and thereby is displacing Canadian wheat from the export 
market. 

Public Law 480 contains in section 101 provisions to the effect that 
the President shall take precautions to insure that sales under that 
act shall not displace normal marketings, and that transactions under 
the act shall not unduly disrupt world prices. This has been inter- 
preted to mean that, where wheat commodity sales would ordinarily 
have been made with dollars, Public Law 480 transactions may not 
take place. Similarly, under the Mutual Security Act, the executive 
branch has repeatedly assured the Congress that the so-called triangle 
transactions would be reduced to a minimum. 

During our visit to Canada, concern over this problem was apparent 
on every side. We have learned that the United States Government 
has undertaken to reassure the Canadians as to our intentions and 
as to our practices. Such reassurances, however, are scant solace to 
the Canadian farmer who has a surplus of wheat on hand. Obviously, 
if Canadian exports were to grow, concern over this problem would 
decrease. 
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There is no doubt that the United States serves a real humani- 
tarian purpose by the furnishing of surplus agricultural commodities 
abroad. It would seem somewhat hardhearted to say that we 
should deprive needy people of food and other assistance because it 
might disturb a normal commercial channel. On this point the 
Canadians have no objection. On the other hand, they have a 
perfectly legitimate grievance to the extent that it can be said that 
the United States is exporting its own farm problem. In the Canadian 
view, the way to solve the problem is by some means other than sub- 
sidizing United States Government sales abroad. 

Tariff considerations 

The desire to protect domestic industry is a potent political force on 
both sides of the border. No one likes to see the local market pre- 
empted and local businesses closed by outside products. This is 
true no matter whether the goods come from another continent or 
from a business located only a few hundred miles distant. Con- 
sequently, there is an unrelenting pressure in both the United States 
and Canada for protection against goods coming from the other side 
of the border and competing with the local product. Canada, in 
addition to the usual domestic reaction against foreign competition, 
has unique problems since its largest exports to the United States 
are in the form of raw materials, semifinished products and agri- 
cultural products. On the other hand, the largest percentage of 
imports from the United States is in the form of manufactured 
products. The Canadians thus are prone to have the traditional 
feeling of raw material exporters and sellers—that they are selling 
low and buying high. Canada’s prosperity is dependent on exports. 
In 1954 no less than 17.3 percent of her total gross available supply 
of goods and services was exported; 11.2 percent of this total supply 
was exported to the United States. 

Under these conditions it is small wonder that there should be 
friction over the tariff question generally and resentment against the 
United States in the way in which tariff laws are enforced. 

The Canadian concern is reinforced by the deficit during the past 
few years in the balance of trade between the United States and 
Canada which for the past 2 years has exceeded $1 billion annually. 
A tabulation of United States exports to Canada and United States 
imports from Canada for years 1954, 1955, 1956, and 1957 follows: 


United States merchandise trade with Canada, 1954-57 


{In millions of dollars, excluding military] 


1954 1955 1956 1957 

United States exports 2, 855 3, 233 | 4,114 | 4,013 

United States imports 2, 364 2, 675 | 2,913 | 2, 936 
Total trade 5, 219 5, 908 | 7, 027 | 6, 949 


Source: Survey of Current Business, June 1956 and March 1958: U. 8. Department of Commerce, Office 
of Business Economics. 


The blow of this large deficit is softened, however, by inflows of 
United States capital. Annual inflows into Canada in the last few 
years have run in the neighborhood of $900 million. These capital 
inflows to a considerable extent offset the unfavorable Canadian 
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balance of trade with the United States. But these large capital in- 
flows are in turn the source of serious friction between the United 
States and Canada. This aspect of United States-Canadian rela- 
tions will be discussed later. 

During our stay in Canada we repeatedly encountered resentment 
against the United States tariff policy governing lead, zinc, aluminum, 
and manufactured goods. The Canadians are convinced, and with 
some reason, that the United States poured capital into Canada and 
encouraged the development of the vast Canadian aluminum resources 
in order to supplement deficiencies in United States resources during 
World War I] and the Korean war. New communities sprang up in 
the Canadian wilds and millions of dollars, both Canadian and Ameri- 
can, were poured into the development of hydroelectric facilities 
which, according to the Canadians, because of their remoteness, have 
no commercial value other than as a production medium for aluminum. 
Now that there is a worldwide surplus of aluminum metal, the 
Canadians resent the duty (1.3 cents per pound) on Canadian alumi- 
num which, according to them, was developed primarily at our 
behest and for United States needs. Even more they are deathly 
afraid of an upward revision of rates. 

Similarly, the lead and zine producers are frightened that, as a 
result of a worldwide surplus, duties on lead and zine will be revised 
upward and throw entire Canadian communities out of work. The 
extent of lead and zine imports into the United States is illustrated in 
the following tables 


Lead statistics, United States and Canada 


{In short tons of ore content} 
: : wii a =e 
| 1938 | 1947 1950 | 1954 











1955 | 1956 1957 
| 
—|—_—_ 
338,025 | 352,826 | 1 333,493 


United States lead production _| 369, 726 | 384, 221 430,827 | 325,419 
5 202,762 | 188,971 ! 187,910 


Canadian lead production |} 200, 381 184, 166 165, 697 218, 49% 
Canadian lead exports to the | | 

United States (ore, pigs) ?___- 3,173 73, 912 117,125 | 100,480 | 67,543 | 46,912 53, 800 
1 I 


} 





1 Preliminary. 
? Exclusive of exports of serap. 


Source: U. S. Bureau of Mines. 


Zinc statistics, United States and Canada 


[In short tons of ore content] 


A ta aoe aed 
1938 |, 147 | 1950 | 1954 | 1955 | 1956 | 1957 








United States zine production..| 516,699 | 637, 608 | 623,375 | 473,471 | 514,671 | 542,340 | 1520, 128 


Canadian zine production 171,969 | 177,876 313, 227 | 376, 491 | 433,357 | 419, 402 | 1412, 309 
Canadian zine exports to the | | 


| 
United States- ._--- 2, 332 51, 303 | 186, 462 | 261,984 | 286,559 | 293, 962 | 1 262, 184 
| 


| 





1 Preliminary. 


Source: U. 8. Bureau of Mines. 


This matter has been under discussion in the executive and con- 
gréssional branches of the United States Government for some time. 
Any action taken will have sharp repercussions. 

During our stay we heard repeated criticism of the administration 
of our tariff laws, particularly with respect to classification and valua- 
tion. Recently Barron’s magazine carried a story concerning the 
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reclassification of Canadian ping pong balls as ammunition (they can 
be used in popguns). This story was repeated on numerous oce asions 
as being indicative of the lack of American concern with Canadian 
economic problems and as indicative of harassment by a United 
States Government of the Canadian economy. The facts of the 
matter, as determined by the United States Customs Bureau, were 
that this event occurred in 1951 and the reclassification was to “‘parts 
of toys’ and not to ‘‘ammunition’’ as charged in the Barron’s story. 
Furthermore, the ping-pong balls were smaller than the usual size 
and were advertised as being appropriate for use as ammunition in 
toy guns. Thirty days notice was given of the proposed change prior 
to its implementation. Even though this event occurred in 1951 the 
story is still making the rounds in Canada and has a serious impact 
on United States-Canadian relations. It highlights the necessity for 
careful and considered study prior to taking any action in the field 
of tariff administration. 

The picture is not one sided. The Canadians have taken some gov- 
ernmental actions which have adversely affected United States eco- 
nomic interests and which appear to be unfair. For example, the 
Canadians recently levied a 20 percent tax on all advertisements 
appearing in Canadian editions of United States magazines, even those 
published in Canada. This tax has particular impact on Time and 
Reader’s Digest. Already four United States magazines have termi- 
nated their Canadian editions. The tax is defended on the grounds 
that Canadian-owned magazines should be developed and that as long 
as the popular United States magazines can be published and distrib- 
uted in the form of Canadian editions, the development of indigenous 
magazines will be impeded. The facts seem to be that the Canadian 
magazines are in good health and that any advertising difficulties are 
connected with radio, television, and the newspapers, rather than with 
Canadian editions of United States magazines. In any event the 
Canadian action does not tend to create good feeling across the 
border. 

Both Canada and the United States have economic problems and 
both have legitimate economic interests which they must protect. 
Nevertheless, the problem of mutual understanding would best be 
settled if each country would see the peculiar problems of the other 
and if there would be frank and open discussion across the border 
prior to the imposition of unilateral control on foreign competition. 
The oil import problem 

On July 29, 1957, as a result of pressure from United States oil 
producers, the United States Government announced a voluntary oii 
import program whereby scheduled imports of petroleum products 
from foreign sources into the eastern part of the United States would 
be reduced by 20 percent. At the time of the announcement, however, 
it was stated that exports to the United States West Coast would be 
exempted from the import quotas since this area was traditionally 
dependent on imported oil. This exemption satisfied much of 
the Canadian concern over the oi] import program. Thirty percent 
of the total Canadian oil production is exported to the United Stafes 
but 18.8 percent of total production goes to the West Coast and was 
therefore exempt from the restriction. This meant that only 11.2 
percent of total Canadian production was subject to the program and 
even there much of that 11.2 pervent, which moves primarily into the 








SPECIAL STUDY MISSION TO CANADA 9 


North-Central States of the United States, was exempt because of 
technicalities and economic considerations. 

Canadian complacency, however, was shattered when the Govern- 
ment announced on December 24, 1957, that exports to the United 
States West Coast were no longer to be exempted from our lowered 
import quotas. A veritable wave of anti-American sentiment be- 
came apparent in the press and throughout Canada generally as a 
result of the United States action. There have been repeated rum- 
blings of retaliatory action against the United States. The Canadians 
are puzzled as to the United States action because of the large-scale 
United States investment in Canadian oil. They point out that 
United States corporations control the majority of investments in 
Canadian oil. The Canadians feel also that they have been misled 
in that the United States has given implicit encouragement to the 
development of the Canadian oilfields and then has reversed itself 
and restricted imports of oil. The ban has been justified by the 
United States on the grounds that exploration and development of 
United States reserves must be stimulated so that in the event of an 
emergency there would be adequate supplies on hand. This argue 
ment simply does not make sense when applied to Canadian produc- 
tion. Canadian reserves will be just as available as United States 
reserves. 

Historically, Canadian production has been relatively minor. For 
example, in the year 1938, Canadian crude petroleum production 
amounted to 0.35 percent of world production. By 1954 it had 
grown to 1.92 percent (7 million barrels), and by 1957 it was 2.85 
percent of world production. In 1957 Canadian oil production 
amounted to 183,500,000 barrels. This phenomenal growth of oil 
production is concentrated in the Canadian west, far from the popu- 
lation centers of Montreal and Toronto. A large portion of produc- 
tion, however, due to the lack of a readily available market, has 
been shipped to the United States West Coast where there is a deficit 
in petroleum. In 1954 such exports amounted to only 0.95 percent 
of Canadian production but by 1957 they had grown to 18.8 percent 
of Canadian production, or a total of 34,542,000 barrels. Other sub- 
stantial shipments are made to the United States North-Central 
States. 

The following table illustrates Canadian production for selected 
years and the movements of Canadian oil to the United States: 


Canadian and world crude oil statistics 
[Thousands of barrels, and percentages] 














1938 | 1947 | 1950 | 1954 | 1955 | 1056 1957 
| | 
World cil production.___- 1, 987, 844 |3,021. 668 |3,8°3,027 |4, 990, 811 |5, 634,025 (6, 101, 967 | 6, 418, 842 
Canadian production 6, 966 | 7,692 | 29,044 96,065 | 129,453 | 169,321 183, 500 
Canadian proednetion as per- | | | | 
cent ige of world preduetion 0.35) 0.25) 0.76] 192) 2390) 277) 2.85 
Canadian exports to the United | | | 
States 0 | 0 5 2, 650 16,810 | 42,739 55, 131 
Percentage of Canadian pro- | 
duction exported to the | 
United States 0 0 0 | 2.8 13 25 30 
Canadian exports to United 
States west coast 0 0 0 909 8,475 | 24,598 34, 542 
Percentige of Canadian pro- 
duction exported to United 
States west coast ee bks ee fihhéndtes Pecencoaens 0. 96 | 6.5 | 14.5 18.8 








Sources: World Oil, February 1958; U. S. Bureau of Mines, 
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Up until last year this phenomenal growth in the Canadian oil 
industry and in shipments to the United States was a strengthening 
factor in United States-Canadian relations. The growth of these ex- 
ports also alleviated Canadian concern over the relatively slow rate at 
which the western fields were being developed; originally these fields 
had not been exploited as rapidly as possible because of the lack 
of a ready market for the production. 

The United States announcements on the oil import reduction pro- 
gram has, however, suddenly changed this asset in United States- 
Canadian relations into a liability. It has turned the oil question 
into a major source of irritation between the two nations. 

The Canadian concern about import restrictions is perhaps some- 
what exaggerated in that United States imports of Canadian oil have 
risen from a low of 5,000 barrels in 1950 and 2,650,000 barrels in 1954 
to an alltime high of 55,131,000 barrels in 1957. A reduction of 20 
percent in this last item would still leave Canadian exports at a 
higher level than the 42,739,000 barrels exported to the United 
States in 1956. <A reduction which still permits Canada to increase 
its exports to the United States over 1956 levels does not appear to 
be unreasonable at a time when United States wells are generally 
limited as to the amount of allowable production per day and are 
limited in many instances to nine producing days per month, and 
when there is a worldwide surplus of oil. 

On the other hand, the United States action does shake the faith of 

the Canadian oil industry and the Canadian business community in 

the good faith of the United States pretensions of belief in freer trade. 
It frightens these groups and tends to drive them in turn toward a pro- 
tectionist position. If the tariff walls between Canada and the United 
States were to become higher, both the United States and Canada 
would inevitably suffer. Furthermore, although we have no official 
knowledge on the matter, our conversations with Canadian officials 
tend to create the impression that (1) the United States Government 
had not consulted sufficiently with the Canadian Government, and (2) 
had in fact acted somewhat arbitrarily and unilaterally. In any event 
the reasoning for the United States action and ample warning of the 
action should have been made available to the Canadian public prior 
to the announcement of the fact that an import quota was being im- 
posed on Canadian exports to our West Coast. 


United States investment in Canada 


One of the principal points of friction, both actual and potential, 
is the extent of the United States investment in Canada which in turn 
raises the specter of foreign domination. The relationship between 
the United States, the United Kingdom, and Canada in the control of 
Canadian industry is highlighted in the following table showing exten- 
sive United States control over many segments of Canadian industry: 
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Percentage ownership and control of selected Canadian industries, 1954 








| Esti- Percentage of capital employed Percentage of capital 





















































mated owned in employed, controlled in 
total in- |__ ‘ aa -_ 
Industry | vestment 
| (millions | United | United | Other United | Elsewhere 
\of camenyConees States | King- | coun- |Canada} States | outside 
dom tries Canada 
soninsemmicisneiiaiaininnebeaningemamaeimensinin nab or a noes 
Petroleum_._.___-- : i 2, 315 | 39 Oe heen 2 | 30 68 2 
———_— —— | — — =| ——— —-|— —_ SSS 
Mining: | 
Smelting and refining of non- | 
ferrous native ores_ --- | 715 | 41 44 | 10 5 45 GB bsninsocicine 
Other mining--.- 1, 148 | 40 | 56 3 | 1 3 5 3 
{——_—_———__ | —_____| ee feereansennomens —} $$ |] —_—_—_—__ 
Subtotal... | 1,863 | 40 | 51 6 | 3 | 44 | 54 | 2 
— = = = = = i: Ss 
Manufacturing: ! 
Pulp and paper... | 1, 433 49 | 42 9 44 45 il 
Textiles... 605 79 | 12 | 9 | 82 10 8 
Chemicals. | 654 36 | 44 | 18 | 2 25 | 51 24 
Transportation equipment | | | 
n. 0. p 245 | 66 19 | 15 64 | 21 15 
Electrical apparatus | 402 | 30 | 62 f 22 } . ‘ 
Agricultural machinery... 155 65 | 34 } ‘} 3 \ 67 & ° 
Primary iron and steel....___| 390 84 14 a ee g4 | ee 
Beverages - - 330 71 | 25 4 80 14 6 
Automobiles and parts-.. 292 | 22 | 78 | 5 WO t54 
Rubber... 134 2| 70 8 | 7 84 | 9 
All other manufacturing | 3, 644 54 | 37 8 | 1 49 43 8 
seth wieodine nl ee 
Subtotal._- 7 8, 284 53 | 37 9 1 49 | 42 | u 
Total of all above indus- | 
tries ae .| 12, 462 49 | 43 7 1 | 45 48 7 


| Including “other enterprises.” 


NotTe.—The corporate classifications of foreign investment used in this table have been altered in some 
@ises from the historical series published elsewhere in this report to correspond more closely with the classi- 
fication of estimated total investment. The equity of nonresidents in the holdings of Consolidated Mining 
& Smelting Co. of Canada, Ltd., by Canadian Pacific Ry. Co. has been included under mining. 

Source: Canada-United States Economic Relations, July 1957, Brecher and Reisman, Royal Commission 
on Canada’s Economie Prospects (p. 103). 


At the end of 1957 United States privately owned long-term invest- 
ments in Canada totaled $12 billion and at the end of 1956, $11.7 
billion (39 percent of total United States foreign investment). Of this 
$11.7 billion invested in Canada, $7.5 billion was in the form of direct 
investment as contrasted to bonds and equity holdings. 

Further details of United States investment in Canada are contained 
in the following tables: 


United States private capital flows to Canada, 1954-57, by type 


{Millions of dollars; return flow to United States (—)] 


1954 1955 1956 } 1957 
Total : 143 310 967 | 884 
Direct investments_.. J 385 279 HAA 561 
Other long-term investments. 35 —5l 395 338 
Short-term investments 23 | 82 28 | —15 
Addendum: Reinvested earnings of direct investment | | 
companies. 3 niin 232 298 360 (1) 


1 Not available, 


Source: Survey of Current Business, June 1956, August 1956, August 1957, March 1958: U. S. Department 
of Cor 





erce, Office of Business Economics. 
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Value of United States private investments in Canada, 1954-56, by type 





{In millions of dollars, end of year] 




















1954 1955 1956 
UN ee er ak ee eee an eee Ne 9, 739 10, 625 12,070 
eS ovr ok ee Sa eee ee 513 | 10,320 «788 
RUDI ONION 6. oo ns So cabemensaameda posi 5, 871 | 6, 494 7, 480 
Dollar bonds--.......-.- cee a : 1, 604 | 1, 489 1, 710 
Other securities._........__- pecans wets BP aa 1, 828 2, 086 2, 266 
a a i ‘inane tics nara deci sae 210 | 251 277 
a ___  ___ 
NN cst disidhtene Ska nigennmraempennaghiqussasnnen at 226 | 305 337 





Source: Survey of Current Business, August 1956 and August 1957; U. S. Sinaia of Commerc« 
Office of Business Economics, 


Business capital expenditures in Canada (excluding housing), 1954-57 


[Millions of Canadian dollars] 


1954 | 1955 | 1956 | 1957 
| A 


} | | 
ais Ce ag ore ee iis 3, 278 | 3, 555 | 
| 


4, 963 5, 658 








Source: Private and Public Investment in Canada, Outlook for 1958, Department of Trade and Com- 
merce, Ottawa, 1958. 


The Canadian reaction to United States investment is mixed. The 
Canadians are, of course, gratified that there is such a large flow of 
capital to assist in the development of Canadian resources and that by 
this means new improvement and new growth result. On the other 
hand, the Canadians are truly frightened that such a oe 
United States investment will tend toward domination of the Canadian 
economy by the United States. This fear is based on the general 
nen that large investment by any foreign country may tend to 

‘ate political and economic overlords hip. There are also many 
specific factors; for example, much of the United States direct invest- 
ment is in the form of subsidiaries making the same products which 
are produced in the United States. The Canadians are convinced 
that in the event of an economic recession, such as we are now under- 
going, the Canadian subsidiary will be closed down while the United 
States parent group will saturate the market with its own products. 
Secondly, the Canadians fear that the lion’s share of any export market 
to third countries will be taken by the parent corporation and that the 
Canadian subsidiary will not be given an opportunity to participate 
in foreign marketings. In this way the benefits of increased produc- 
tion would be denied to Canada. Thirdly, the Canadians are con- 
cerned that the United States parent corporations do not utilize 
Canadian personnel in the top management positions in these sub- 
sidiaries, but rather frequently import United States citizens to 
occupy the top executive posts. The Canadians resent this and 
believe that in the case of a Canadian business Canadians should 
manage it. 

During the course of our trip we heard these fears expressed re- 
peatedly, and the hope was always stated that United States parent 
corporations would tend more and more toward the utilization of 
Canadian personnel, toward an equitable distribution of production, 
and toward the granting of an equitable share of the export markets 








SPECIAL STUDY MISSION TO CANADA 13 


to the Canadian subsidiaries. The pictvre, however, is not wholly 
one sided. We heard frequent references to American subsidiaries 
which are models of how a United States business should operate in 
Canada. In these cases practically the entire top managements are 
composed of Canadian citizens. And in some cases difficulty of 
recruitment of top personnel was cited as a cause rather than any 
policy of preference for Americans. 

The above are problems which no legislation on our part can solve. 
In our opinion we in Congress should encourage United States business, 
when it invests in Canada, to be doubly responsive to Canadian 

sensitivities and to utilize C anadian citizens in management positions 
to the maximum extent possible. In like manner, the United States 
Government should use every effort at its command to alleviate these 
Canadian fears of United States investment. 


RECOMMENDATIONS 


In this section of our report we have most clearly in mind that the 
Committee on Foreign Affairs has only general jurisdiction over our 
relations with other countries. In several vital areas the specific 
jurisdiction lies in such committees as Agriculture and Ways and 
Means. What we here attempt to do is to chart the broad directions 
which our policy should take if the United States is to make a major 
contribution to better, more mature United States-Canadian relations. 
We do not attempt to prescribe for our northern neighbor, but it is 
obvious that better relations are a two-way street. 

1. Trade information 

A primary task in the field of better economic relations is the 
compiling of more detailed authoritative statistics on a regional basis 
as to the origin and amount of United States exports to Canada, as 
well as to imports from Canada. These data should be kept up to 
date and be of such nature that the advantages and disadvantages to 
any area of a change of tariff policy could be predicted. The dissemi- 
nation of such information would in many instances underscore the 
mutual advantage of more trade between the two countries. Even 
where a net disadvantage to either country were revealed, it would 
at least be seen in perspective. This project might well be a joint 
enterprise by both Governments. 

Surplus agricultural commodities 

Prior to and while carrying out the sales for local currencies of sur- 
plus agricultural commodities such as wheat to foreign governments, 
the United States should pay particular attention to Canada’s in- 
terests. In view of her heavy dependence on wheat exports, careful 
consideration should be given by our Government to the effects of 
any sales on the Canadian economy. Not only should the executive 
department proceed with this awareness, but Congress should also 
realize that a temporary solution of a United States farm problem 
could create serious problems for Canada. Commercial markets, 
capable of making payments in dollars, should not be approached 
through the mechanism of Public Law 480. In short, a certain amount 
of forebearance is indicated. The possibilities, advantages, and 
hazards of a joint United States-Canadian wheat marketing corpora- 
tion should be explored. 
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3. Changes in United States trade policies 


(a) Changes either in the form of quantity limitations or tariff 
levels, should wherever possible be preceded by the fullest attempt to 
explore alternatives, explanation and discussion. These steps should 
involve more than the particular official directly responsible and his 
opposite number to the end that there shall be a minimum of mis- 
understanding and acrimony. 

(b) Changes in tariff classification should always be the subject of a 
deliberate process of consideration and review. 

(c) Studies should continually be made with the objective of 
exploring the feasibilitv of reducing or abolishing tariffs on an item- 
by-item basis. 

(d) Increased attention should be given to the task of reducing the 
redtape involving a businessman who seeks to export an item to either 
country. 

Congressional awareness 

The vital role which Congress plays in det ermining United States- 
Canadian relationships, for better or worse, must no longer be ignored. 
The fact needs to be constantly borne in mind that, unlike the parlia- 
mentary system of Canada, the executive branch does not necessarily 
speak for the legislative br: nse it is not enough that there be 
continuing liaison between the Cabinets of the two nations. The 
following fields of activity should be thoroughly explored. 

(a) Congre ‘sions i] representation, in observer status, on the Canada- 
nited St Trade Committee (at present, a committee of the two 
executive aad hes). Our information is that Canadian parliamen 
tarians would understand the need for such liaison under our system. 

b) Formil recognition of Canada-United States relationship as a 
continuing area of interest by a subcommittee or a joint committee. 

c) Periodic visits to each country by the parliamentarians of the 


[7 


d. Citizen efforts 

For many years the International Chamber of Commerce has had a 
committee for Canadian-United States relations. Recently the Cana- 
dian-American committee has been established to stumulate more re- 
search in problems in this area. The work of both is valuable and could 
well be even more significant. Through such private sponsorship, 
activities similar to the following might well be carried out. 

(a) Citizen-group visits to the capital of the other country. 

(6b) Activity by the ms _— service clubs. They have a membership 
in both Canada and the United States, and are uniquely qualified to 
foster projects and sae gede to bring about a better understanding, 
such as, for example, educational exchanges on a much wider scale. 


6. Communication mediums 


Although freedom of the press means freedom not to cover as well 
as freedom of coverage, it may be suggested to the newspapers, radio, 
and television that American coverage of Canadian news might well 
merit a careful review 
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7. Travel restrictions 

Increased knowledge by Canadians and by United States citizens 
of the problems and attitudes of each other is essential to under- 
standing and cooperation. Travel increases this understanding. To 
that end ever y effort should be made to eliminate unnecessary restric- 
tions on the free flow of people between the two countries. 
8. The challenge for business 

Economic facts cannot be ignored, but their impact on people can 
be changed by sensitive and intelligent effort. This kind of effort 
is in the long-run interest of American stockholders and business 
leaders with investments in Canada. Financial and personnel policies, 
promotional programs, community participation—all demand much 
in imagination and sensitivity. The American business community 
in Canada can render itself and the cause of better Canadian-United 
States relations a great service by making a conscious effort to follow 


the example of leaders in this field of being good citizens away from 
home. 


9. Defense economy 


The existing harmony and mutuality in defense planning could be 
strengthened by rationalizing, where feasible, roles, assignments, and 
procurement. Certainly in defense planning thought should be given 
to avoiding unnecessary duplication. 


CONCLUSION 


Canadian and United States interdependence demands a new 
category of relationship. Canada does not stand in a position toward 
us of a “foreign”? country. By no means should it be considered as 
a poor relation. The concept to be realized in the best interests of 
both countries is that of free and powerful nations of different back- 
ground and capabilities, united through a basic agreement on values 
and aspirations, and voluntarily joined in enterprises, domestic and 
foreign, calculated to strengthen the chances for a world oe 


their common values. This is the challenge for Canadian-Unite 
States relations. 


O 





